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How can you determine the appropriate balance in your
allocation? Although equity markets continue to set new
records, macroeconomic uncertainties remain significant
Elsa Fernandez and questions surrounding the Al sector are intensifying.
Product specialst Furthermore, the credit market remains popular with
investors, while government bonds are less attractive amid
concerns about their financing. Where and how can
opportunities be found while avoiding excessive risk
exposure? Elsa Fernandez discusses the benefits of a
diversified allocation fund such as R-co Valor Balanced.

Who is R-Co Valor Balanced designed for?

Elsa Fernandez: R-co Valor Balanced combines two of our firm's long-standing areas of
expertise: Valor, for its international equity component, and our euro credit expertise for
its bond component. It thus offers a balance between performance and risk control and is
aimed at investors who wish to delegate the arbitrage between different asset classes to
experts who monitor the markets on a daily basis. This dual exposure, and the flexibility
inherent in these two pockets, have enabled the fund to navigate a variety of market
environments, some of them extreme, since its launch in 2018. By replicating the equity
exposure of R-co Valor while adding a bond component, mainly investment gradel bonds
denominated in euros, this fund benefits from two distinct performance drivers. Its
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investment freedom, with no style bias or benchmark constraints, allows it to capture
performance wherever it is found, both sectorally and geographically. Since it was
launched, the fund has delivered an annualised return of 6.0% with volatility of 9.1% °.

How has the shift in central bank policy supported market
gains?

E.F : As inflation normalises, central banks have begun a cycle of rate cuts, but at different
paces. In Europe, the ECB paused after cutting its key rate from 4% to 2% between June
2024 and June 2025°. The Fed is battling a more complex environment: inflation remains
above 3% and there are signs of weakness in the labour market*. However, after nine
months of waiting, the US central bank finally cut rates by 25 basis points in September
and again in October, bringing its key rate to between 3.75% and 4% °.

This monetary pivot resulted in a slight steepening of the yield curve but, above all, fuelled
the recent rally in the equity markets. Lower rates reduce the cost of credit, support
investment and consumption, and enhance the attractiveness of equities. The Fed also
eased liquidity constraints by slowing quantitative tightening. At its meeting on 29
October, it announced the end of balance sheet reductions as of 1 December 2025,
bringing an end to the quantitative tightening launched in 2022. These measures have
bolstered investor confidence and supported valuations, making monetary policy a key
driver of market sentiment. However, movements in sovereign bonds have remained
moderate.

Beyond monetary policy considerations, on the geopolitical front, the easing of trade
tensions between Washington and Beijing has boosted investor confidence. Furthermore,
corporate fundamentals remain solid, with earnings reports over recent quarters
significantly exceeding expectations on both sides of the Atlantic, underscoring the
resilience of companies despite a challenging macroeconomic environment. However,
valuations in the United States are undeniably high. The S&P 500 is trading at multiples
above its historical average, leaving little room for error. The increases are concentrated in
a small number of technology stocks, a situation that accentuates vulnerabilities if
investor sentiment towards the sector were to deteriorate.

In your opinion, what factors could hinder this
momentum?

E.F.: Global growth is expected to gradually slow according to the IMF, falling from 3.3%
in 2024 to 3.2% in 2025, then to 3.1% in 2026°. It is expected to stabilise at around 1.5% in
advanced economies, while remaining slightly above 4% in emerging and developing
countries. Inflation continues to decline but remains above the Fed's targets, fuelling
debate about the trajectory of interest rates. Added to this is the burden of public debt in
both the United States and Europe, which poses significant risks to long-term global
economic stability.
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Furthermore, concerns are beginning to emerge about the development of a potential
bubble around Al. These concerns relate to valuations in a sector that has been
responsible for much of this year's rebound. The main risk is that user and revenue growth
- in other words, monetisation - could disappoint. In addition, the multiple
interconnections between players in the sector create a risk of interdependence. Panic
affecting one company could easily spread to others. However, the situation is not
comparable to that of the dot-com bubble. The difference lies in particular in the fact that
the current momentum is driven more by tech giants with solid financial foundations than
by a few start-ups.

Finally, each geographical area faces its own challenges that could hinder overall
progress. In China, the post-Covid recovery remains sluggish amid mistrust of government
policy and uncertainty surrounding a possible reversal of Donald Trump's tariff policy. In
Europe, questions remain about the region's ability to regain momentum, particularly in
light of Germany's fiscal plan, and about the sustainability of this potential recovery.
Finally, in the United States, behind the euphoric markets, the economy is slowing, the job
market is stagnating and consumption among lower-income households is weakening.

How does this environment shape your allocation
strategy?

E.F : Our allocation is currently cautious, both for equities (40.4%) and bonds (45.7%)’,
with the remainder consisting of money market products and cash. The real challenge
today is to ignore the noise, resist the temptation to follow the consensus and keep a cool
head.

In this regard, within the equity allocation, while most international investors have turned
away from China in recent years, we have chosen to maintain our position. This strategy
has paid off: these positions were the main driver of performance in the equity portion in
2024 and remain among the main contributors this year. Nevertheless, the United States
remains our primary geographical exposure. Corporate resilience, a favourable
environment, vigorous fiscal stimulus measures and, for the time being, accommodative
central bank policy continue to support growth. In Europe, although inflation appears to
be under control, political instability and weak productivity are weighing on the region.
However, on a microeconomic level, corporate earnings remain solid and labour markets
are performing well. We favour companies with strong international exposure. We have
also increased our exposure to certain regions, such as South America, in order to take
advantage of strong local consumption.

In managing the bond portfolio, given the divergence in monetary policies, rising fiscal
and political risks, and weak signals in the credit market, we believe that adopting a
selective and flexible approach is essential. Our primary objective is to preserve the
portfolio's carry and credit quality, while keeping a close eye on rapid changes in the
macroeconomic and financial environment. In this context, we believe that our ability to
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quickly adjust our exposure and favour the most resilient segments of the market will be
essential to capturing returns. In recent months, we have been particularly active in the
primary market, favouring the investment grade corporate segment with relatively long
maturities , which allow us to partially mitigate economic uncertainties. Financials remain
the main sector exposure in the portfolio.

(1) Debt securities issued by companies or governments rated between AAA and BBB- on Standard &
Poor's scale.

(2) Source: Rothschild & Co Asset Management, 31/10/2025. Class C EUR. Creation date: 24 October
2018. Past performance is not a reliable indicator of future performance and is not constant over
time. The characteristics/objectives/strategies mentioned above are indicative and may be changed
without notice.

(3) Source: ECB, October 2025.

(4) Source: U.S. Bureau of Economic Analysis, October 2025.

(5) Source: Fed, October 2025.

(6) World Economic Outlook, IMF, October 2025.

(7) Source: Rothschild & Co Asset Management, 31/10/2025.

Learn more about the fund(s)

R-co Valor Balanced

Check this document on our website

R-co Valor Balanced

Recommended Investment Horizon: 3-5 years

SRIRisk: 3/7

The synthetic risk indicator allows for an assessment of this product's risk level compared to others. It
indicates the likelihood of this product incurring losses due to market movements or our inability to pay
you. We have classified this product in risk class 3 out of 7, which represents a low to medium risk level.
This classification primarily reflects a discretionary management policy that exposes the portfolio to
equity and bond markets with a balanced profile. In other words, the potential losses linked to the
product's future performance are at a low to medium level, and in the event of adverse market
conditions, it is unlikely that our ability to pay you would be affected. This risk indicator assumes you
hold the product for 5 years; otherwise, the actual risk may vary significantly, and you could receive less
in return. Main Risks: Capital Loss Risk - Discretionary Management Risk - Market Risk - Credit Risk -
Interest Rate Risk - Currency Risk - Counterparty Risk - Risk Related to the Use of Derivative
Instruments.This is a non-exhaustive list. Please refer to the "Risk Profile" section of the SICAV's
prospectus for more details.Geographic and sectoral allocations and distributions are not fixed and may
change over time within the limits of the compartment's prospectus. The above information does not
constitute investment advice or a recommendation to invest.
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Advertising Communication

This is a simplified, non-contractual marketing communication. The information, comments, and analyses contained in this document are provided for
informational purposes only and should not be considered as investment advice, tax advice, a recommendation, or investment guidance from
Rothschild & Co Asset Management. The information/opinions/data mentioned in this document, deemed legitimate and accurate on the date of
publication in line with the prevailing economic and financial environment, may change at any time.

Although this document has been prepared with the utmost care using sources considered reliable by Rothschild & Co Asset Management, no
guarantee is given regarding the accuracy or completeness of the information and assessments contained herein, which are provided for indicative
purposes only and may be modified without notice. Rothschild & Co Asset Management has not independently verified the information contained in
this document and therefore cannot be held responsible for any error or omission, nor for the interpretation of the information contained herein. All
data are based on accounting or market information. Not all accounting data have been audited by a statutory auditor.

Furthermore, given the subjective nature of certain analyses, it should be noted that the information, projections, estimates, expectations,
assumptions, and/or opinions expressed are not necessarily implemented by Rothschild & Co Asset Management’s management teams or its affiliates,
who act according to their own convictions. Certain forward-looking statements are based on assumptions that may differ, in whole or in part, from
reality. Any hypothetical estimate is, by nature, speculative, and it is possible that some or all assumptions underlying these hypothetical illustrations
may not materialize or may differ significantly from current determinations. This analysis is valid only at the time of writing this report.

R-Co Valor Balanced is a sub-fund of the French-law Société d’Investissement a Capital Variable “R-Co,” whose registered office is at 29, avenue de
Messine - 75008 Paris, registered under 844 443 390 RCS PARIS. The information provided does not imply that the presented fund is suitable for the
profile and experience of each individual investor. Rothschild & Co Asset Management cannot be held responsible for any decision made based on or
inspired by the elements contained in this document. In case of doubt, and before making any investment decision, we recommend contacting your
financial or tax advisor. The collective investment scheme (CIS) presented above is organized under French law and regulated by the Autorité des
Marchés Financiers (AMF). The Net Asset Value (NAV) is available on our website. The information presented is not intended for distribution and does
not constitute an invitation to U.S. persons or their agents. The shares or units of the CIS presented in this document are not and will not be registered
in the United States under the U.S. Securities Act of 1933, as amended (“Securities Act 1933”), or admitted under any U.S. law. These shares or units
must not be offered, sold, or transferred in the United States (including its territories and possessions) nor benefit, directly or indirectly, any “U.S.
Person” (as defined by Regulation S under the Securities Act of 1933) and related persons (as referred to in the U.S. HIRE Act of 18/03/2010 and FATCA
provisions).

Please note that past performance is not a reliable indicator of future performance and is not constant over time. The value of investments and the
income they generate may fluctuate upward or downward and is not guaranteed. You may not recover the amount initially invested. Exchange rate
fluctuations may increase or decrease the value of investments and related income when the CIS’s reference currency differs from your country of
residence currency. CISs whose investment policy focuses on specialized markets or sectors (such as emerging markets) are generally more volatile
than more diversified funds. For a volatile CIS, fluctuations can be particularly significant, and the investment value may therefore fall sharply. The
performance figures presented do not take into account any fees or commissions charged upon subscription or redemption of the CIS’s shares or units.
The portfolios, products, or securities presented are subject to market fluctuations, and no guarantee can be given regarding their future performance.
Tax treatment depends on each investor’s individual situation and may be subject to change.
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About the Asset Management’s division of

Rothschild & Co

As the specialised asset management division of the Rothschild & Co group, we offer
personalised asset management services to a broad client base of institutional investors,
financial intermediaries and distributors. Our development is focused on a range of open-
ended funds leveraging our long-term expertise in active management with conviction as
well as in delegated management. Based in Paris and operating in 10 European countries,
we manage more than 50 billion euros and employ nearly 200 people(”.
More information at: www.am.eu.rothschildandco.com

(1) Source: Rothschild & Co Asset Management, 31/07/2026.

France

29, Avenue de Messine
75008 Paris
+33140744074

Switzerland

Rothschild & Co Bank AG
Rue de la Corraterie 6
1204 Genéve

+4122 81859 00

Germany - Austria

BorsenstralRe 2 - 4
Frankfurt am Main 60313
+49 69 299 8840

Visit our internet site
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Belgium - Netherlands -
Luxembourg
Rue de la Régence 52

1000 Bruxelles
+32262777 30

Italy

Passaggio Centrale 3
20 123 Milano
+3902 7244 31

Spain

Paseo de la Castellana 40 bis
28046 Madrid
+3902 7244 31

Follow us on LinkedIn
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